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SUBJECT: SUGAR-CONTRACT WITH PHILIPPINES 

1. COUNSELOR PAULO DRYCEU PINHEIRO, CHIEF OF THE FOREIGN 
MINISTRY'S BASIC PRODUCTS DIVISION, INFORMED EMBOFF ON 
APRIL 7 THA THE GOB IS "CURIOUS AND ANXIOUS" ABOUT A 
REPORTED NEW-STYLE SUGAR CONTRACT BETWEEN US COMPANIES AND 
THE PHILIPPINES. PINHEIRO SAID THE BRAZILIAN EMBASSY IN 
WASHINGTON HAS REPORTED THAT TWO US COMPANIES, SUCREST 

AND GREAT WESTERN, HAVE NEGOTIATED "CONTRACTS OF PARTICIPATION" 
WITH THE PHILIPPINES FOR 1.1 MILLION TONS 

OF SUGAR PER YEAR FOR FIVE YEARS. PINHEIRO SAID THE UNIQUE- 
NESS OF THE CONTRACT WAS THAT PRICES PAID WOULD VARY ACCORDING 
TO SUGAR PRICE FLUCTUATIONS IN THE US DOMESTIC MARKET. 

PINHEIRO CHARACTERIZED THIS AS A "VERY INTELLIGENT" MOVE BY 
THE US COMPANIES. BUT IF THE PATTERN OF "MINI-SUGAR 
AGREEMENTS ' WERE TO TAKE OVER THE US IMPORT MARKET, 

PINHEIRO SAID, THE NEED EOR AN INERNATIONAL SUGAR AGREEMENT 
WOULD "DWINDLE" AND WE WOULD "RETURN TO A TURN-OF- 
THE CENTURY WORLD COMMODITY TRADING SYSTEM." 

2. PINHEIRO ASKED TO WHAT EXTENT, IF ANY, THE USG WAS 
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INVOLVED IN THESE CONTRACTS. PINHEIRO SAID PERSONALLY HE 
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WAS UNAWARE OF ANY USG INVOLVEMENT. 

3. PINHEIRO SAID THE GOB HAS NOT YET DISCUSSED THE SUBJECT 
OF THE CONTRACTS WITH THEPHILIPPINE GOVERNMENT. 

4. ACTION REQUESTED. EMBASSY WOULD APPRECIATE ANY 
APPROPRIATE INFORMATION IT COULD PROVIDE THE FOREIGN 
MINISTRY ON THIS SUBJECT. 

CRIMMINS 
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